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THE DIRECTOR OF CENTRAL INTELLIGENCE a ZO 


WASHINGTON, D, C. 20505 


29 JAN 1978 


f 
it 
Office of Legislative Counsel | 
{ 


OLC 77-4319/a 


/ 


Mr. D. L. Scantlebury, Director 

Financial and General Management 
Studies Division 

U.S. General Accounting Office 

Washington, D.C. 20548 


Dear Mr. Scantlebury: 


This is in response to your letter of 31 October 1977, to the Director 
of the Central Intelligence Agency, requesting information regarding CIA 
auditing activities. Enclosed, as requested, is the completed question- 
naire. 


Two matters in the questionnaire require brief elaboration. Question 

15 deals with deficiencies disclosed as a result of audits. While our 
response shows that a number of different types of deficiencies were 
discovered by audit in fiscal years 1974, 1975 and 1976, neither the 
questions nor the response are intended to identify the numbers of defi- 
ciencies or the magnitude of individual deficiencies, and no implication 

of unusual numbers or of large-scale improprieties should be drawn 

from the response to Question 15. 


With regard to Question 17, it should be understood that results of 
audits, including deficiencies identified, and corrective actions taken, 
are regularly reported to the Inspector General of CIA by the Chief of 
the Audit Staff, and to the Deputy Director of Central Intelligence by the 
Inspector General. Any cases involving operational improprieties are 
reported to the Intelligence Oversight Board, and any matters involving 
possible criminal illegalities are reported to the Department of Justice. 
Furthermore, while no regular reports of audit deficiencies are made 
to the Congressional committees having jurisdiction over the Agency, 

_investigations by such committees may include access to audit reports | 
if they are critical to the investigations, and sources and methods are 


protected. 
Sincerely, 
SIGNED 
George L. Cary 
Legislative Counsel 
Enclosure 
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UNITED STATES GENERAL ACCOUNTING OFFICE 
WASHINGTON, D.c. 20548 62077, SLA 


October 31, 1977 


The Honorable Stansfield Turner, 
Director 

Central Intelligence Agency 

Washington DC 20505 


Dear Admiral Turner: 


At the request of the Subcommittee on Reports, Accounting 
and Management of the Senate Committee on Governmental Affairs, 
the General Accounting Office is compiling information regarding 
periodic financial audits of the organizational units in the 
Executive Branch of the Federal Government. 


Our review seeks to determine who performed the periodic 
financial audits of these units during fiscal years 1974 through 
1976. Where such audits were performed by a private firm, we are 
requesting certain additional information such as the name of the 
firm(s), cost of the audits, method of selection of the auditing 
firm, and extent of other contractual or consulting relationships 
with the auditors. 


We have prepared the enclosed questionnaire for distribution 
to Federal organizational units. Your assistancte in completing 
. the questionnaire will be greatly appreciated. 


Please return the questionnaire in the enclosed self-addressed 
“envelope within 10 days of receipt of this letter If you have any 
questions, please call Mr. John Adair or Mr. Paul Lynch on 275-5824 
(FTS) or (202) 275-5824 (commercial). 


Thank you for your cooperation. 


Sincerely yours, 


D. L. Seantlebury 

Director 

Financial and General Management 
Studies Division 


Enclosures 
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SURVEY OF EXECUTIVE BRANCH AGENCIES 
CONCERNING FINANCIAL AUDITS 
OF THEIR OPERATIONS 


INTRODVCTION 


At the request of the Subcommittee on Reports, 
Accounting, and Management of the Senate Committee 
on Governmental Affairs, the U. S. Gerieral Accounting 
Office is compiling certain information regarding 
financial audits of the organizational units within 
the executive branch. Your assistance. in completing 
the enclosed questionnaire will be greatly appre- 
ciated. 


This does not refer to audits which are 


performed of Sree grants,.or contracts, 
. . :t¢ refers only to audits of your 


ox, anizati ns Internal accounts and 


records. 


We have enclosed a stamped self-addressed en- 
velope for your use. Please return the enclosed 
questionnaire within_1O days. 


If you have any questions, please call Mr, John 
Adair or Mr. Paul Lynch; telephone no. (202) 
275-582h, 


ing ow is questionnaire, pléase 
ignore the numbers in parenthesis to the right 

of a question/item; they are included to facilitate 
keypunching. ‘ ; 


al Neme of your organizational unit 


Name of person filling out this ques- 
tionnaire 


Telephone No. 


OF FV O 


PART I: FINANCIAL AUDITS 


2. Is there a requirement (formal or in- 
formal) for a periodic financial 
audit of the accounts and records 
of your organization? 


ray 


Yes (6) 


(Go to question )) 


Non 


3. Don't know (Go_to question ) 


3. If yes, on what is the requirement based? 
{Check all that apply) 

Legislation (7 ) 

OMB directive (8) 


Treasury Department directive (9) 
Parent organization policy (10 ) 
Organization policy (11) 


Informal agreement with OMB or (12) 
Treasury Department 


Other (Please specify) (13) 


NH QQOUON 


Are your organization's accounts and records 
subjected to annual or to periodic financial 
audit? (Check all that apply) 

Annual financial audit (14) 
Bi-annual finencial audit (15) 


Periodic financial audit (3 to 
5 year intervals) (16) 


Other (Please specify) 


Q Q O00 


(17) 
Financial accounts and records 
of this organization are not 
audited. 

(18) 
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5. Were your organization's accounts and records 
subd oted. $8 periodic finenoieal audit in 197h, 
5 or 1976.9 : 


1. No (19) 


{J 2. Ten (Go_to question 7) 


6. If no, please indicate the reason(s) why audits 
were not performed. (Check all that apply) 


No requirement for periodic fi- 
nancial audits (2D) 


Operational audits are emphasized 
by our organization (21) 


Organization does not have the 
resources necessary (22) 


No direot audit but economy and ef- 
ficlenoy reviews include fi- 
nenoial aspects (23) 


Financial records and accounts are 


audited on a piecemeal basis 
during program audits (2h) 


Other (Please specify) (25) 


If no periodic financial audits of your agency's 
accounts and records are ever performed, please 


check thie box // and skip to question 20 (28) 
26 


Page 2 


7. 


If youy organization's accounts and records 
were @t:djected to periodic finangial audit 
in 1975 or 1976, who performed such 
audite® (Check each of the listed groups 
who parformed at least one of the three 
possibl= audits) 


pao) 


Aocounts and records were not (27) 
subject to periodic financial 
audit in 197), 1975, or 1976 


Our organization's intemal (28) 
audit, inspection or review 


group 


am | 


An audit, review or inspection (29) 
group from one of our orgeni- 
zation's parent organizations 

(e.g. bureau, agenoy, depart- 

ment level) - 


oe; 


A public accounting firm (30) 
U. S. General Accounting Office (31) 


Other (Please describe) (32) 


i 
Tf a qablic accounting firm did not perform 
any periodic fingnoiel audits in either 
197,’ 1975, 1976, please skip to question Lh; 
othervise, continue. 


fi. Indionte the reason(s) for having your unit's 


periodio financial ‘audit(s) performed by a 
public accounting firm. (Check all that apply) 


We do not have an internal audit 
staff. (33) 


Our internal audit staff does not 
have the resources (3h) 


Our parent organization's internal 
audit staff does not audit our 


unit (35) 
We prefer a completely independent 
audit (36 


Other (Please specify) 
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9. 


10. 


Which of the following public accounting firms 
performed financial audits of your organization's 
accounts and recordin either 197), 1975 or 

1976. (Check the appropriate column, if any). 


_ Alexander Grant & 


Performed audit(s) in: 
FY FY FY 
1) 1974 2) 1975 3) 1976 
£76) LA) LI 8) 


£79) £700) £7 1) 
L702) F703) 7 ow) 
£/ (5) £/(16) £7 (27) 
£7 (18) £7 (19) £7 (20) 
£77 (21) LT (22) LT (23) 


LT (2) LT (28) £7 (26) 


L7 (21) LF (28) £7 (29) 
£7 (30) £7 (3) £7 (32) 


Firms: 


Arthur Andersen 
& Co. 


Arthur vole & Co. 
Coopers & Iybrand 
Ernst & Ernst | 
Haskins & Sells . 


Peat, Marwick, 
Mitchell & Co. 


Price Waterhouse & 
Co. 


Touche Ross & Co. © 


Co. 

Hurdnan and L7 (33) £7 (34) £7 (35) 
J. K. Lasser & Co. J / (36)/ 7 (37)/_ / (38) 
Laventhol & Horwath / / (39)/ / (40)/ 7 (1) 
. D. Leidesdort & {J (u2)/ 7 (43) 7 (hs) 
Main Lafrentz & Co. [7 (h5)/77 (46) 77 (47) 
Seidman & Seidman // (48)/—7 (U9) 7 (50) 
Other (Please ff Sof (52) 77 (53) 


specify) 


Please list below the amount paid to the 


public accounting firm for conducting a 
periodic financial audit in each of the 


three fiscal years: 197), 1975 and_1976. 


Amount Paid for Annual 
Financial Audit 


(in _ thousands) 


During Fiscal Year 197) $ (54-57) 
During Fiscal Year 1975 $ ( 58-62) 
During Fiscal Year 1976 $ ( 62-69) 


11. 


12. 


13. 


0 QQ 
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Which of the following bast describes the 
method by which your organization selected 
the public accounting firm to perform a 
periodic financial audit of your organization 


during fiscal year 1976? (Please check 
only one) eterno 

£/ 1. 
Lat 2: 
Lot 
GP? Ne 


uestion 


66) 


Request for ntoposeites to_ question 
23 


Sole source determination 


Invitation for bid ( 


Other (Please describe) 


PRET aL: 


Not done in 1976 


If you checked "sole source" or "other" in 
question 11, please indicate the major reason.- 
(Check only one answer) 


ya 


Expected cost was not considered (67) 
high enough to merit formal 
procedures 


L_/ 2. Time constraints were too great to 
pemit invitation for bid or re- 


quest for proposal procedures 


Other (please describe) 


7 AI Sie 


Which of the following sets of standards 
does your agency (or the public accounting 
firm) follow in carrying out the financial 
audit? (Check all that apply) 


Generally accepted auditing standards (68): 


Auditing standerds promulgated by (69 
the Comptroller Generel ' 


Other Stendards (Please specify) (70) 
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14. In which of the following ways are the 15. 


resulta of the finanolal audit of your 
aooounts and records reported by the auditing 


organization? 


UQ 


a 


Q 


Q 


QQ 


N 


(Please check all that apply) 


Oral reports only are given on the (71) 
results of the audit 


Written reports of the results of (72) 
the audit are sent to management at 
this organizational location 


Written reports of the results of (73) 


‘the audit are sent to management at 


one or more parent organizational levels 


Written reports of the results of (7h) 
the audit are made available to the 
General Accounting Office 


a | 1) xoutinely 
[-] 2) only upon_request 


Written reports of the results of (75) 
the audit are ; inely sent to the 
U. S. Department of the Treasury 


Written reports of the results (76) 
of the audit are sent to the 
Office of Management and Budget 


C7} xoutinel, 
| aes 


Written reports of the results (77) 
of the audit are routinely sent 

to cognizant Committees of the 
Congress 


2) only upon request. 


Written reporta of the results (78) 
of the audit are sent to cog- 
nizant Committees of the 


Congress only upon request. 
Other (Please describe) (79) 


Card No. 2 (80) 


Page ) 


Which, if any, of the following categories 
of deficiencies were disclosed during the 
course of the finanoial audit of your 
organization a yaar 1k, either fiscal eer ; 


isd ; or fiscal 
faucet a ease <r all that re 


f— 7 Inadequate internal control (6) 

ante 4 Inadequate records and for (7) 
reports 

Jf] Inadequate inventory control (8) 
practices 

= Inadequate compliance with (9) 
laws and regulations 

Law Inadequate accounting pro- (10) 
cedures 

fay Inadequate reconciliation of (11) 
eash with U. S. Treasury fund 
balances 

Jy: Inadequate internal audit (12) 

fF Excessive funds on hand (13) 

) eg Praud, theft or other (14) 
criminal activity 

y ED Disbursement irregularities (15) 

ae Inadequate handling of im- (16) 
prest funds 

ae; Other questionable prac- (17) 
tices Priease describe) 

(Sar No deficiencies were dis- (18) 


2losed (Go_to question 18) 
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16. 


17. 


Indicate below the follow-up action (s) 
taken by your organization to correct the 
deficiencies cited in your response to 
question_15_ (Check all that apply) 


QQ QQOQ QO Q 


To which, if any, of the listed organization's 
did your organization report the follow-up actions 
cited in your reponse to question 16. 


HOO Q 


=F 


Cae 


Accounting procedures modified (23) 
Internal audit process improved (2) 
More frequent veconciliation of (25) 
cash on hand with U. S. Treasury 

fund balances 

_Disbursement procedures under (26) 
more control i 

Other (Please acca tee): (27) 
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Deficiencies reported were in- (19) 
significant 

Internal control improved (20) 
Record system & reporting pro-. (21) 


cedures changed 


More stringent inventory controls (22) 


t 


Management at one or more parent (28) 
organizations: 


U. S. General Accounting Office (29) 
U. S. Department of Taeneury (30) 
preree of Manegement and Budget (31) 


coal eant committeeasof the Geiinena (32) 


Other (Please specify) (33 
Did not report follow-up actions (3h) 
Page 5 


18. 


19. 


Did any of the public accounting firms, that 
performed a periodic financial audit of the 
accounts and records-of your organization in 
fiscal years 1974, 1975 and 1976, also provide 
any other contractual or consulting services 
during the same three-year period. 


Lf 7 1.%es 


(35) 


[7] 2 No (If_no, please skip to question 20) 


Please describe below the nature of the 
services (other than the periodic fi- 
nancial audit) peat during fiscal years 
1974, 1975 and _1976 by the same firm that 


performed the financial audit during the same 
year as well as the amount expended for 


such services. 


1. 


Nature of services (other than the fi- 


nancial audit) provided during fiscal 
1974 by the firm that performed the 
tinancial audit in fiscal year 197) 


Total amount paid to ‘that firm during 


fiscal year 19 [4 for services other than 
the financial audit $ | in 
thousands) 36-39) 


Nature of services (other than the fi- 
nancial audit) provided during fiscal 
year 1975 by the firma that performed 
the financial audit in fiscal year 1975 


Total amount paid to that firm during 


fiscal year 1975 for services other than 
e financial audit $ (in 


thousands ) 43) 


Nature of services (other than the fi- 


nancial god provided during fiscal 
year 1976 by the firms that performed 
the financial audit in fiscal year 1976 


Total amount paid to that firm during 


fiscal year 1976 for services other than 
the financial audit $ Cin 
thousands) (hb-:7) 
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20. 


el. 


PART 
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Apart from the periodic audits re-, 
ferred to in the previous questions, were any 
other audits, surveys, reviews or investiga- 
tions conducted at your organization's lo- 
cation during fiscal years 1974, 1975 and 


1976? 
| ae 1. Yes 
[/ 2. No (If_no, please go to part II) (48) 


Which of the following groups conducted at 
least one audit, survey, review or investigation 
at your organization's location during fiscal 

1 1975 or 1976? (Please check all 


that apply. ) 


This organization's internal audit, (9) 
inspection or review group 


£7] 1. 


(50) 


2. An audit, inspection or review 
group from a parent organization 

. An audit, inspection, or review (51) 

group from an organization within 

the Executive Branch of Government 

that is not a parent organization 

to this organization 


4. The U. S. General Accounting Office (52) 


5. An investigative staff of a com- (53) 


mittee of the Congress 
(5h) 
(55) 


A public accounting firm 


7. Other (Please specify) 


ES neenenenemnemenieeer renee ae a reese 


ADVISORY AND INTERAGENCY COMMITTER 
FINANCIAL AUDITS 


your organization is either an advisory) 


or interegency committee, please go to 
uestion 2 


22. Does your organization have advisory 
committees of any kind? 


ar | 1. Yes 
[7 2. Ne (Go_to question 2 


IIs 


(56) 
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23. 


' 2h. 


If yes, are the advisory committee accounts 


and records’ subjeot to periodic finengial sudit 
as part of general organization expenditures, 
oF are Fay, Fo sect to @ separate audit? 


[7 1. +t subject to audit . to ue (57) 
; 2. 


| Sas ee? 
aN ae 


Audited as part of general funds 


Accountsand records of all advisory 
ccmmittees are combined and under- 

& joint audit 

Bech advisory committee is audited 


y ae aa 
beparately. 


[7 5. Den't know (Gg to question 25) 
If periodio"financial audits are per. 


formed of the accounts and records of 

your agenoy'« advisory committees, who 
performs these audits? (Check all that apply) 
L7/ 1. This organization's intemal audit, (58) 
inspection or review group 


Lf 2. A audit, inspection or review (59) 
g:oup from a parent organization 
f_/ 3. Am audit, inspection, or review (60) 


gxcoup from an organization within 
the Executive Branch of Govern- _ 
meat that is not a parent organi- 
gation to this organization 


L[ 7 \. Wie U. 8. General Accounting Office (61) 

L/ 5. dm: investigative staff of a com (62) 
mittee of the Congress 

LJ 6. & mublic accounting fim (63) 

L_/ 1% Otaer (Please specify) (6) 
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25. 


26. 


28. 


« 


‘Do members of your organization serve 


on any interagency committees? 


[7]. 1. Yes 


[-] 2. No (Go to question 28) 


If yes, are the accounts and records of 
these interagency committees subject 
to periodic financial audit? (Check one) 


pa 1. Yes, as part of a periodic 
financial audit of general 
organization funds (Go_to 
uestion 28 


fj 2. Yes, to a separate periodic 
financial sudit 


[77 3.” No (Go to question 26) 


[J] \. Don't know (Go to question 28) 


(65) | 27 


(66) 
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If finsnciel sudits of the accounts and re- 
cords of interagency committees are per- 
formed, who performs the financial audits? 


fF 1. © This organization's internal — (67) 
audit, inspection or review 
group : 


A 


Another agency's internal (68) 
audit, inspection or review 
group 


Q 


An audit, inspection or review 
group from a parent organi-. (69) 
zation to this organization 


a 


An audit, inspection, or review 

group from an organization within (70) 
the Executive Branch of Gov- 

ernment that is not a parent 
organization to this organization 


[-/ 5. ‘The T. S$. General Accounting airtse 
71 
[_/ 6. 4n investigative staffofa | 
committee of the Congress. (72) 
[J 7% & public accounting firm (73) 
f[/ 8. Other (Please specify) WY 
[7 9. Don't know (75) 


Please provide below any additional comments that you would like to make conceming the nature 
and extent of audits or reviews that have been made of your organization's operations. 


Thank you for your cooperation. 


ad 


Card 2. (80) 
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Remarks: 


FOLD HERE TO RETURN TO SENDER 


a - ND PHONE NO. 


STAT 
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rea RO 937 Use previous editions 
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s CENTRAL INTELLIGENCE AGENCY 
WASHINGTON, D.C. 20505 


D. L. Scantlebury 
Director 
Financial and General Management 

Studies Division 
General Accounting Office 
Washington, D.C. 20548 
Dear Mr. Scantlebury: 

The response to the questionnaire forwarded with your 

letter of 31 October 1977 is enclosed. Please advise if we 


may be of further assistance. 


Stansfield Turner, 
Director 
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THE DIRECTOR OF CENTRAL INTELLIGENCE 


WASHINGTON, D. C. 20505 


Office of Legislative Counsel 


Mr. D. L. Scantlebury, Director 

Financial and General Management 
Studies Division 

U.S. General Accounting Office 

Washington, D. C. 20548 


Dear Mr. Scantlebury: 


This is in response to your letter of 31 October 
to the Director of the Central Intelligence Agency 
requesting information regarding CIA auditing activities. 


I note that your request is part of a Government- 
wide review being done at the request of the Subcommittee 
on Reports, Accounting and Management of the Senate 
Committee on Governmental Affairs. As such the study has 
no special significance with respect to the audit activi- 
ties of the Central Intelligence Agency. Since CIA is not 
audited by GAO and the details of our audits and our 
financial procedures are classified matters, CIA participa- 
tion in any overt study would necessarily be limited. It 
is, therefore, appropriate for CIA to respectfully decline 
to respond to your present inquiry. 


Sincerely, 


STAT 


egislative Counsel 
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Ls  S 
DATE OF REQUEST 


SUSPENSE DATE 


FROM : BLS 16 Jan 78 
SUBJECT: 


GAO Questionnaire regarding CIA Auditing Activities 


DFM reports that he cannot find anyone on the Governmental 
Affairs Committee who knows anything about this. He has been 
working through a staffer on the SSCI. Bill Miller says 
if we have security problems, we can file our report with the 
SSCI. If we have other than security problems, we should 
talk to the staff director on the Governmental Affairs Committee. 


COORDINATED WITH (list names as well as offices) 
NAME 


OFFICE 


NAME OFFICE. 


OFFICE 


OFFICE 


ACTION REQUIRED BY GLC 
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